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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 
MAY 28, 1953 

IN THE MATTER OF: 

CASE NO. Uj.61 A p p l i c a t i o n o f A. A. Greer, e t a l . , f o r 
an except ion to the acreage f a c t o r s es
t a b l i s h e d by Order No. R-565-C f o r cer
t a i n w e l l s i n San Juan County, New Mex
i c o . A p p l i c a n t , i n the above-styled 
cause, seeks an order g r a n t i n g an ex
cep t ion to the acreage f a c t o r s provided 
i n the Specia l Rules and Regulat ions 
f o r the Az tec -P ic tu red C l i f f s Gas Pool 
and Fulcher Ku tz -P ic tu red C l i f f s Gas 
Pool , as set f o r t h i n Order No. R-5&5-C 
f o r one w e l l i n the Az tec -P ic tu red 
C l i f f s Gas Pool and e igh t w e l l s i n the 
Fulcher Ku tz -P ic tu red C l i f f s Gas Pool 
which were d r i l l e d on ij.O-acre spacing 
p r i o r t o the establishment of 160-acre 
spacing i n the aforementioned p o o l s . 

BEFORE: 

E l v i s A. Utz , Examiner 

T R A N S C R I P T O F P R O C E E D I N G S 

MR. UTZ: The hear ing w i l l come t o order , p lease . The 

Examiner r e a l i z e s t ha t a number of you have time problems here . 

The f a c t remains t h a t too many people have time problems and every

body can*t be f i r s t . So, a f t e r Case U4.6I we w i l l take a very short 

Case lij .63, and then we w i l l go back i n o rder . The next case a f t e r 

t ha t w i l l be Case lLjlj.6, which i s the Ambassador case. We w i l l do 

the best we can to get you out as f a s t as we can. 
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MR. PAYNE: Application of A. A. Greer, et a l . , f o r an 

exception to the acreage factors established by Order No. R-3'65>-C 

fo r certain wells i n San Juan County, New Mexico. 

MR. VERITY: George Verity, appearing f o r the applicants, 

MR. BUELL: Guy Buell, f o r Pan American Petroleum Corpors-

t i o n . 

MR. UTZ: Any other appearances i n t h i s case? I f not, 

the proponents may proceed. 

MR. VERITY: Your Honor, t h i s application i s f o r an ex

ception to the acreage a t t r i b u t i o n factor of Order No. R-565-C and 

a sequence order of A, B and C. I think C i s the one that i s act

ual l y applicable. The situation i n San Juan County Pictured C l i f f k 

formation i s such that p r i o r to the time that there was any spacing 

order there at a l l , the wells covered by t h i s application were 

d r i l l e d on tracts of less than 160 acres, many of them on lj.0 acres 

and such d r i l l i n g was, of course, at that time i n a l l respects 

proper. There was no order against i t — there was no application 

f o r any order against i t , and then on June 22nd, 19lj.8, the Coramiss-' 

ion promulgated Order No. 7^8, which order — and i f there are no 

objections, I want to introduce a copy of i t at t h i s time into evi-

dence or make reference into the record which Order i n Paragraph E 

well generally, which order made a 160-acre spacing unit and i n 

Paragraph E i t provided to the following e f f e c t , that "for wells 

hereafter d r i l l e d , a general spacing pattern of one centrally l o 

cated well on a unit of 160 acres, substantially i n the shape of a 
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if 
square, i s required to protect the equalities of those having i n 

terests i n the wells heretofore d r i l l e d on 160-acre tr a c t s , f o r 

which general spacing pattern the pooling of properties should be 

encouraged when necessary." 

Now, you w i l l notice, Your Honor, that i t points out that 

that i s f o r wells hereafter d r i l l e d ; the date of such order, as I 

previously pointed out was June 22nd, 1948. A l l of the wells that 

are covered by t h i s application were d r i l l e d p r i o r to that time 

and subsequent to that and on the 23rd of December, 1954 the Com

mission promulgated Order No. R-565 and at t h i s juncture came alor 

and penalized the wells that were previously d r i l l e d l awfully and 

leg a l l y on 160-acres by establlakiag *,a*t of: f i e l d .vmlec vkiok w 

an acreage a t t r i b u t i o n factor of 1 f o r 160 acres f o r a well with 

160 acres and a factor of 160 divided into the number of acres i f 

i t was less than that. Now, currently and presently a l l of the 

wells that we have s p e c i f i c a l l y designated i n our application, as 

well as many other wells i n the pool, as well as a few other well* 

i n the pool, cannot continue to operate with an acreage a t t r i b u 

t i o n factor of 1 because the penalty puts them down into a brackel 

of allowable. Where Southern union Gas Company produces them, th« 

normal procedure i s that they overproduce, then the well must be 

shut i n and i t just can*t be started up again because i t has 

flooded out. I want to introduce, i f there i s no objection, both 

t h i s copy of Rule 748 and copy of Order 748 and Order R-565-C and 

c a l l as a witness Mr. Leon Stearns. 

•8 
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5 
MR. UTZ: You want Order R-5&5-C as E x h i b i t B. 

MR. VERITY: And 748.as E x h i b i t A. 

(Witness sworn) 

L . G. STEARNS, 

c a l l e d as a wi tness , having been f i r s t duly sworn on oath, t e s t i -

f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. VERITY: 

Q W i l l you state your name, please? 

A L . G. Stearns. 

Q Mr. Stearns, are you a par tner i n the BMNS Company? 

A Tha t ' s r i g h t . 

Q Does tha t pa r tne r sh ip operate the Brown No. 1 Wel l l o -

cated i n the nor theas t , southeast of Sect ion 30, Township 30 Nortt 

Range 12 West? 

A That ' s r i g h t . 

Q And the Brown No. 2 located i n the southwest, southwest 

of Sect ion 29, Township 30 Nor th , Range 12 West? 

A Tha t ' s r i g h t . 

Q The Wyper No. 2, loca ted i n the southwest, southeast of 

Sect ion 29, 30 Nor th , 12 West? 

A Tha t ' s r i g h t . 

Q And d i d you p r e v i o u s l y operate the Copp No. 1 i n the 

southwe st northwest o f 29, 30 Nor th , 12 West? 

A Tha t ' s c o r r e c t . 
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Q What i s the monthly capacity of those wells? 

A At the present time? 

Q At the present time. 
•••» 

A Well, at the present time, three of them two of them 

are dead and one i s producing and one i s plugged. 

Q The Wyper Ho. 2 i s producing? 

A That's correct. 

Q What i s i t capable of making? 

A Well, last month during the period that we were allowed 

to produce, before we went over our allowable, i t made two m i l l i o n , 

six hundred e 

Q, And that's wide open flow? 

A That's r i g h t . 

Q Now, you say three of these wells are not now producing. 

T e l l us about the Copp No. 1, i f you w i l l , please. 

A Well, i t i^as — we were over-produced, and under that 

acreage we have just f o r t y acres and we had to shut i t i n and i t w4s 

shut i n f o r six or eight months and those old wells naturally make 

a small amount of water, and i f you are not producing them more or 

lass steadily, they just go to water. 

Q After that well was shut i n , did you t r y to start i t agaijn? 

A That's r i g h t , t r i e d to start i t , put a r i g over i t , but 

we could see — under the present setup we could see i t was not 

economically feasible and we were putting too much money i n i t , so 

we just plugged i t . 
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7 
Q What i s the s i t u a t i o n w i t h regard to the Brown No. 1 and 

No. 2? 

A They have a p o t e n t i a l of being good w e l l s . : J l f we can •• 

get a l i t t l e r e l i e f , we would l i k e t o go back i n and work them 

over and put them on the l i n e and t r y t o r e a l i z e the cost o f our 

investment . 

G, I s i t the normal course of event i n producing these 

f o u r w e l l s to run them wide open and over-produce them f o r a pe r io i 

of time? 

A Tha t ' s r i g h t . 

Q And t h e n they shut them in? 

A Tha t ' s r i g h t . 

Q. I f t h i s a p p l i c a t i o n i s granted and you are given an acre

age a t t r i b u t i o n f a c t o r of one, do you p l an to go back i n and work 

the Brown No. 1 and 2? 

A That i s r i g h t . 

Q Can you do i t w i t h an acreage a t t r i b u t i o n f a c t o r o f one-

f o u r t h ? 

A I t i s not poss ib le at a l l . 

Q, These w e l l s - - were a l l these w e l l s d r i l l e d p r i o r to 

June 22nd, 191$ ? 

A They were. 

Q When were they d r i l l e d ? Just the year? 

A «ij.6 and 7. 

MR. VERITY: Tha t ' s a l l . 

1 
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MR. UTZ: Are there questions of Mr. Stearns? 

MR. BUELL: Yes, I have one, Mr. Examiner. 

CROSS EXAMINATION 

BY MR. BUELL: 

Q Mr. Stearns, I am Guy Buell with the Pan American Petro

leum Corporation. What would you say l i f t i n g cost a ran your 

partnership on the gas wells a month, per well, per month? 

A I would say the shape those wells are i n that i t would 

probably cost you at least twenty-five, t h i r t y dollars apiece a 

month. They have to be blown regularly. 

MR. BUELL: That's a l l , Mr. Examiner. 

MR. VERITY: One more question..: 

REDIRECT EXAMINATION 

BY MR. VERITY: 

Q, You are not calculating any workover? 

A Absolutely not. That i s just barely, as you say, l i f t i d g 

cost, no remedial work. 

Q I f because of allowable, you have to shut them i n , you 

have to go back i n and work them over? 

A That* s r i g h t . 

Q And that would be i n addition? 

A That's r i g h t . 

MR. BUELL: One more question, Mr. Stearns. 

RECROSS EXAMINATION 

BY MR. BUELL: 
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Q, This might help us or a late r witness might be able to 

t e l l us or you might. Could you give us the latest deliverabilit3|e; 

you have i n t h i s well i n question, the latest d e l i v e r a b i l i t y test; 

or w i l l another witness have that? 

A We can get i t out of the proration schedule. 

Q Would you mind stating i t f o r the record? 

MR. VERITY: We w i l l when we c a l l our other witness. 

MR. UTZ: Are there any other questions of Mr. Stearns? 

QUESTIONS BY MR. COOLEY: 

Q, Mr. Stearns, are you t e s t i f y i n g to the fact that the 

allowable w i l l result i n premature abandonment i n the wells to 

which you refer? A That's r i g h t . 

Q Are you t e s t i f y i n g as to what amount of allowable has t i 

be assigned to these wells to avoid t h i s premature abandonment? 

A Would you state that again, please, sir? 

Q. What amount of additional allowable i s necessary to be 

assigned to these wells to avoid premature abandonment? 

A I would say as long as they are acreage factor of one. 

Q, Why do you f e e l that that i s the key figure? 

A Por the simple reason that even with a l l they would mak$, 

i t ' s not too much. To get your money back from a f a i r rate of 

interest, i t i s nip and tuck whether we can do that now. We hate 

to leave the gas that i s remaining i n the ground, we hate to walk 

away and leave i t , but as the present setup i s , that's about a l l 

we can do. 
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Q Do you f e e l that the assignment of anything less than 

the allowable of acreage factor of one to these wells would be 

suf f i c i e n t to prevent premature abandonment thereof? 

A Wo, s i r . They are so small that the difference between 

wide open and $0 percent i s so small we need every cent we can get}, 

Q By small, you mean the d e l i v e r a b i l i t i e s of the well? 

A That's r i g h t . They are marginal wells. 

Q Do you f e e l that there i s s u f f i c i e n t differences i n the 

producing capacities of these wells, one would be su f f i c i e n t 

f o r others, and half would be su f f i c i e n t f o r another? 

A Ko. I think i f we could get a f u l l allowable that we 

would go i n there and work over those wells and t r y to put them 

back on the l i n e and, as I said, realize our investment. 

Q Are the potentials approximately the same on a l l of the^e 

wells? 

A W e l l , I wonder i f we could j u s t skip tha t t o Mr. G-reer. 

He has t ha t i n f o r m a t i o n . I r e a l l y don ' t know. 

MR. COOLEY: W i l l you t e s t i f y i n substance, Mr. Greer? 

MR. GRSER: Yes. 

MR. COOLEY: Tha t ' s a l l the questions I have. 

QUESTIONS BY MR. UTZ: 

Q Mr. Stearns, can you t e l l me what i t cost you per w e l l 

to operate these we l l s over the past two or three years? 

A W e l l , the past year and a h a l f i t has been no th ing f o r 

the simple reason t h a t the w e l l s were not producing r e g u l a r l y and 
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went to water. 

Q They have been shut In a l l the time? 

A That's r i g h t . With the exception of the Wyper Well,, 

these other wells w i l l have to be worked over before they can be 

put on the l i n e . The Wyper Well has been producing and i s produc

ing. 

Q, Can you t e l l me what i t cost you per well to operate 

these wells during the period when they were producing? 

A Well, we had a man blow them, and then i f you figure t h s t , 

i t i s eight blowoffs that we had put i n there, I would say i t would 

cost us about twenty-five dollars a month to have those wells blovn. 

Q Does that include any workovers? 

A No. 

Q How much would the workover cost on these wells, approxi

mately? 

A Well, the workover on the la s t well that we plugged, be

cause we could see no r e l i e f , i t cost us approximately twenty-one 

hundred dollars. 

Q And that would be i n addition to your, say t h i r t y dollars 

a montri that i t costs you to operate them? 

A That's r i g h t . 

Q, And how often do you f e e l that these wells might have tc 

be worked over? 

A Well, they are twelve years old, and we have never worke d 

one over u n t i l t h i s proration come along and they were shut i n . 
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We have never been i n any of them, so they evidently were i n f a i r 

shape. 

Q, Your twenty-one hundred dollars would be spread over 

twelve years? 

A Twenty-one hundred dollars was just spent i n the last 

year. You could c a l l i t over twelve years, as f a r as we spent on 

the w e l l . 

Q, Do you know how much allowable you would receive f o r t h j 

group of wells with an acreage factor of one? 

A Well, on two of them we have Ij.0. Now, that's a quarter, 

and on two of them we have 50 percent; just double that and four 

times the other one. 

Q You don't have any idea of what the actual figure would 

be? 

A The other witness can give you that. 

Q, Mr. Stearns, these wella you refer to, have "they paid 

themselves out? 

A Ro, s i r , not as a group they have not. 

Q, How close to i t have they come? 

A I would say we've paid out about 80 percent. 

Q. 60 percent. Do you have any idea of the value of ihe 

equipment that you have on these wells? 

A Yes, s i r . We d r i l l e d seven wells, and they cost us one 

hundred six thousand. 

Q And that i s 80 percent paid for? 

12 
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13 
A Tha t ' s c o r r e c t . 

MR. UTZ: Are there any other quest ions of the witness? 

MR. VERITY: I have another ques t ion . 

REDIRECT EXAMINATION 

BY MR. VERITY: 

Q Mr. Stearns, you t e s t i f i e d i t cost you twenty-one hundr< 

d o l l a r s to work over a w e l l . Now, you sa id you only worked tha t 

p a r t i c u l a r w e l l you were r e f e r r i n g t o one. t ime , and t h a t i t had 

been on p roduc t ion f o r twelve years? 

A Tha t ' s r i g h t . 

Q You wouldn ' t spend t h a t twenty-one hundred d o l l a r s over 

the twelve years, would you, because you don ' t need to work a wel! 

over u n t i l i t becomes marginal? A Tha t ' s r i g h t . 

Q Then, i t would be spread back to the time when the w e l l 

became marg ina l , - - A Tha t ' s r i g h t . 

Q - - and also l i m i t i t back t o the time when the p ro r a t i o* 

order became s t r ingen t? A Tha t ' s r i g h t . 

Q How long a p e r i o d i s that? A A year and a h a l f . 

Q A year and a h a l f ins tead o f twelve years? 

A Tha t ' s r i g h t . We d i d n ' t spend a penny on i t the f i r s t 

twelve years . 

Q Now, i s the acreage f a c t o r — 

A I said twelve years . I t would be ten years , '[|i> t o '5'6, 

about ten years . 

Q I f the acreage a t t r i b u t i o n f a c t o r remains where i t i s 

.d 
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now, a quarter on theae wells and hal f on one of them, I guess, 

how often would you have to work them over In order to keep them 

producing? 

A Well, we have one producing now, and i f i t stays the same 

as i t i s , that's the way i t w i l l be. 

Q, I f you worked the wells you've got there that are pre

sently shut i n , i f you work them over and put them back on the line 

how long would i t be subsequent to that u n t i l you w i l l have to wort 

them over again? 

A Well, i f the gas would keep producing from a well, i t 

ought to la s t a long time. 

Q Well, i f you overproduced, which i t i s the normal course 

of event, and they shut you i n , then w i l l you have to work i t over"! 

A No, f o r the simple reason that we are not going to work 

i t over u n t i l we get that factor change. 

MR. VERITY: That's a l l . 

RECROSS EXAMINATION 

BY MR. BUELL: 

Q Mr. Stearns, d i d I understand you c o r r e c t l y t o say t ha t 

these w e l l s produced f o r ten or twelve years? 

A Tha t ' s r i g h t . 

Q, And about s i x or seven of those years would be p r i o r to 

any k i n d of p r o r a t i o n r e s t r i c t i o n , wouldn ' t i t ? 

A That would be r i g h t . 

Q And d i d I understand you c o r r e c t l y t o say t ha t they were 

Ik 
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30 percent paid for? 

A That's r i g h t . Those records can be produced. 

MR. BUELL: That's a l l . 

QUESTIONS BY MR. UTZ: 

Q Mr. Stearns, there was a period during the past, well, 

since the proration where low acreage proration wells received a 

breaking point allowable, during the period that we ha-*- a break

ing point i n our proration formula, and those wells of low acreage 

were assigned such a breaking point allowable. Do you recall? 

A No, I sure don't. 

Q Has the allowable at any time during the proration been 

suf f i c i e n t f o r you to operate these wells with a reasonable pro

f i t ? A No. 

MR. UTZ: Are there any other questions of the witness? 

The witness may be excused. 

(Witness excused) 

ROBERT L. MADDOX, 

called as a witness, having been f i r s t duly sworn on oath, t e s t i 

f i e d as follows: 

DIRECT EXAMINATION 

BY MR. VERITY: 

Q State your name, Mr. Maddox. 

A Robert L. Maddox. 

Q Mr. Maddox, are you a partner i n MSBW Company? 

A I ara. 
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Q, Does that company operate the McCarty No. 1 Well i n the 

southwest quarter of the southwest quarter of 23, 30 North, 12 

West? A I t does. 

Q, Does i t operate the Montano No. 1 i n the southeast of thje 

southwest of Section 28, 30 North, 12 West? 

A I t does. 

Q And the Palmer No. 1 i n the southwest of the southeast 

26, 30 North, 12 West? A 28? 

Q Section 28? A Yes. 

Q And you — other than these, are you operating any other 

wells i n the Pictured C l i f f s formation i n San Juan County, — 

A I operate — 

Q — which i s on an acreage unit of less than 160? 

A Well, one, the Eordgefa No. 2. 

Q Do you know the location of that? 

A That's i n the northwest quarter of the southwest quarter 

of Section 33* Township 30 North, Range 12 West. 

Q Do you know when these wells were d r i l l e d , a l l of them 

that you have mentioned, including the Hordgp's No. 2? 

A D r i l l e d i n 191+6. 

Q, And the others that I named? 

A Yes. 

Q When were they d r i l l e d ? 

A They were d r i l l e d i n '[[.7 and early i n ' i j i j . 

Q Were they d r i l l e d — were they a l l d r i l l e d p r i o r to June 
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22nd, 19^6? 

A I don ' t t h i n k the McOarty No. 1 was complete at t ha t t i r 

Q, Was i t s t a r t ed p r i o r t o that? 

A I t was s t a r t e d , yes. 

Q Now, do a l l o f these w e l l s have water i n the format ion? 

A Yes, more or l e s s . 

Q I s i t r o u t i n e f o r the gas company to overproduce them 

and then shut them in? A Yes. 

Q Do you have d i f f i c u l t y i n s t a r t i n g these w e l l s up a f t e r 

they have been shut in? 

A W e l l , we have d i f f i c u l t y w i t h a l o t of water we've got 

to take ou t , and the recent d e l i v e r a b i l i t y t e s t s on Hardeys No, 

we, were s ix days g e t t i n g water o u t . o f the w e l l . 

Q A f t e r i t had been shut in? A Yes. 

MR. VERITY: Tha t ' s a l l . 

MR. BUELL: One ques t ion . 

CROSS EXAMINATION 

BY MR. BUELL: 

Q Mr. Maddox, ud©"..". you experience about the same l i f t i n g 

costs as t e s t i f i e d by Mr. Stearns, about t w e n t y - f i v e d o l l a r s a 

month? 

A Ye s. 

MR. BUELL: Tha t ' s a l l . 

QUESTIONS BY MR. COOLEY: 

A Mr. Maddox, would tha t be your t o t a l expenses i n regard 

i e . 
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to those w e l l s , t w e n t y - f i v e do l la rs? 

A No. I ' v e had maintenance costs i n a d d i t i o n to t h a t . 

Q What would those amount t o , averaged out per wel l? 

A W e l l , I don ' t know. I have had. t o buy about three new 

siphoning l i n e s , an d about each time i t cost me around a thousand 

d o l l a r s a w e l l . And I t h i n k I ' v e renewed the siphon l i n e s i n 

three w e l l s . 

Q, Three of nine? 

A Three of f i v e w e l l s . 

Q Three of f i v e ? A Yes. 

Q, You r e f i r e d siphon l ines? A Yes. 

Q Are there any other opera t ing or maintenance expenses 

which you've encountered i n opera t ing these w e l l s or would en

counter were you to resume opera t ion of those wel ls? 

A W e l l , I ' m opera t ing those w e l l s now. 

Q You are opera t ing a l l f i v e of your wel ls? 

A Yes. And when they are open on the l i n e - - but f r om 

191+7* and Mr. V e r i t y there has the f i g u r e , I t h i n k I had a gross o 

around s ix thousand d o l l a r s , wasn't i t , f o r the f i v e wel ls? So 

when you f i g u r e t ha t you are not g e t t i n g any more out of w e l l s , 

you 'd b e t t e r put your, money i n t o something else besides the gas 

w e l l . 

Q But your income during,what p e r i o d was — 

A 1947. 

Q, That was p r i o r to p r o r a t i o n i n g , wasn' t i t ? 
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-

A 1957* My gross was seventy thousand, nine hundred dol 

l a r s and eighty cents, ray operation expenses were fourteen hundre 

and for ty-one dol lars and three cents; l e f t a balance of six thou 

sand, four hundred and s ix ty - four dol lars and seventy-seven cents 

The tax paid was f i v e hundred and f i f t y - t h r e e dol lars and f o r t y 

cents. Le t ' s see, I got an item of nine hundred f o r t y - t w o , I 

haven't got i t set down; l e f t me a net of four thousand, nine 

hundred sixty-nine dol lars f o r the year, approximately a thousand 

dol lars per w e l l . 

Q You did not f e e l that t h i s i s s u f f i c i e n t income over 

and above operating expenses to warrant the operation of these 

wells? 

A Well , we have about one hundred f i f t e e n thousand do l la r 

invested i n those wel l s , and I could have taken that money and 

put i t i n a safe rate of in t e res t . 

Q Yes, s i r , but the money i s already spent on these wells 

and my question i s , what would be necessary — what amount of 

allowable would be necessary to make the operation of those wells 

a t t rac t ive enough that you don't plug and abandon them? What 

amount of income? 

A I would say we would have to have a f ac to r of one on 

a l l of then, and I don't th ink they should be iaat i a at *ay t i ae 

cause that endangers the w e l l . 

Q Do you experience the same d i f f i c u l t y when you shut i n 

your wells that they load up? A Yes. 

a 

• 

3 

i 

be-
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Q And then i t i s necessary to swab them or work them oveb? 

A I do. Of course, i f we are producing them a l l the time|, 

we can set that i n tiae meter and keep the wells d r i l l e d up. 

Q Do you have any estimate of what allowable would be as

signed to your wells i f — w i l l Mr. Greer t e s t i f y ? 

MR. VERITY: That's correct. 

Q Can you t e l l me, Kr. Maddox, what return, net return 

per well you f e e l you should have to warrant the operation of you}? 

f i v e wells? 

A Well, I think at least,for the f i v e wells I should have 

at least a gross of twelve thousand dollars a year. 

r Q A gross of twelve thousand a year? 

A Yes. And I could eventually come out. 

Q, What do you mean, "Eventually come out?" 

A Well, recover the cost that i s invested i n them. 

Q, Again, Mr. Maddox, I would l i k e to l i m i t the inquiry 

as to what income would be necessary over and above your operatin, 

expenses to warrant the operation of these wells you've already 

got your money invested i n and you can't get i t out? 

A Well, I just don't know exactly what you mean. 

Q, Well, disregard your i n i t i a l expense i n d r i l l i n g the 

wells, and t e l l me what net income over and above operating ex

penses; considering only your operating and maintenance expenses, 

not the i n i t i a l cost of d r i l l i n g the well and t e l l me what figure 

i n dollars and cents you f e e l would be — would warrant the con-
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tinued operation of your wells? 

A Well, I know t h i s , I canH operate them, and the way 

I f e e l about i t now, the operation i n 1957, where we were only 

bringing one thousand dollars per well, why with any major over-

h a l l , I think I would abandon the w e l l . 

Q You would have to abandon the.well? 

A Yes. 

Q Now, a thousand, i n your opinion, i s i n s u f f i c i e n t ? 

A Yes. 

Q, What figure would afford you sufficient pad there to 

continue to operate i t , i f one needs working over to do so? 

A In order to recover my original investment? 

Q Please ©oaaider 

A You haven't made any p r o f i t u n t i l you get i t back. 

Q, I realize that, but please consider i t as being t o t a l 

loss, as painf u l as i t may be, and compare the necessary income 

with the necessary expenses and operation and maintenance of the 

wells, please. 

A Well, I think i t should have at least twenty-five hun

dred dollars per well per year. 

Q Just take i n t o contemplation the eventualities of nec

essary workovers and replacement of equipment today,operating ex-

penses. 

A I f e e l j u s t i f i e d i n spending a thousand dollars to main

t a i n a we l l . 
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Q Tha t ' s the ques t ion I wanted answered. 

A Yes. 

Q How much a l lowable per w e l l per year would r e s u l t i n 

t h a t gross of t w e n t y - f i v e hundred per we l l ? 

A W e l l , the gross i s ten cents per thousand, so to get 

t w e n t y - f i v e hundred per year, why what does t h a t f i g u r e ou t , twenty-

f i v e m i l l i o n ? 

Q Twenty- f ive m i l l i o n MCP? A Yes. 

Q Per year? A Per year . 

Q Twenty- f ive m i l l i o n cubic f e e t ? 

A Yes. A l l those w e l l s wouldn ' t produce t h a t , but there a^e 

two of them t h a t would produce more than t h a t . And on an average 

of the f i v e w e l l s , why, i f I could come out w i t h tha t average f o r 

a l l o f them, I could even tua l ly come out and main ta in the w e l l , be 

j u s t i f i e d i n ma in t a in ing the w e l l . 

MR. COOLEY: Thank you, s i r . 

QUESTIONS BY MR. UTZ: 

Q Mr. Maddoxjhave the f i v e w e l l s i n quest ion t h a t you are 

t e s t i f y i n g t o p a i d themselves out yet? 

A Just about. 

Q Do you know what the value of the equipment that you have 

i n the ground or the salvage value of the equipment, i f you would 

plug the wells, would be? 

A I think that would be about absorbed with the cost, i f 

not less than the cost. 
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2? 
Q, Just about pay a t abandonment? 

A Y o u ' l l be lucky i f the salvage pa id f o r the p lugg ing of 

the w e l l . 

Q You a c t u a l l y consider tha t you don ' t have any investment 

i n the w e l l s a t a l l ? 

A I ' v e got i t i n there , but I c an ' t get i t o u t . 

Q, Prom the standpoint of what you have now? 

A Yes. 

Q, So any p r o f i t you make above ac tua l opera t ing expenses 

i s a p r o f i t , so t o speak? 

A Ye s. 

i -GROSS EXAMIJA TION (Gomt«4) 

BY MR. BUELL: 

Q I want t o be sure 1 understand Mr. Maddox; Did I under

stand you to say t ha t your w e l l s were p r a c t i c a l l y p a i d out? 

A' They are r i g h t close to i t . The l a s t t ime I f i g u r e d i t 

out I -was about to get i n t o the b l a c k . 

Q Then you have almost go t ten your money out o f your w e l l s 

A Ye s. 

Q And i n 19f?7 you made a net p r o f i t a f t e r taxes of f i v e 

thousand d o l l a r s on these wel ls? 

A Yes. 

MR. BUELL: Tha t ' s a l l . 

MR. UTZ: Any other questions of the witness? I f no t , 

the xj i tness may be excused. 
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(Witness excused) . 

ALBERT A. GREER, 

called as a witness, having been f i r s t duly sworn on oath, t e s t i 

f i e d as follows: 

DIRECT EXAMINATION 

BY MR. VERITY: 

Q, W i l l you state your name, please? 

A Albert A. Greer. 

Q, Fir. Greer, are you a graduate geologist? 

A Graduate petroleum engineer. 

Q Have you t e s t i f i e d as a petroleum engineer before the 

Commission heretofore? A Yes, I have. 

Q, Are you f a m i l i a r with .the A. A. Greer No. 1 Thompson We3 

located i n the southeast quarter of the southwest quarter of Sec

t i o n 10, 30 North, 11 West? 

A Yes, I am. 

Q Do you know when tha t w e l l was d r i l l e d ? 

A The w e l l was completed i n September o f 19l).l. 

Q, I s i t l oca ted on i+O-acres? 

A I t i s loca ted on i+O-acres. 

Q Now, w i l l you t e l l us, please, or you have the re , I be

l i e v e , the p r o r a t i o n sheet, do you? 

A Yes, I have. 

Q, What i s the a l lowable — what i s the cur rent a l lowable 

f o r the A. A. Greer Thompson No. 1? 

2h 
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2? 
A The a l lowable f o r the month of A p r i l was three hundred 

e i g h t y - f i v e thousand f e e t of gas. Por the month. 

k I n terms of d o l l a r s , what does tha t r e l a t e i t s e l f t o 

f o r a month? 

is. That ' s about t h i r t y - e i g h t d o l l a r s a month gross, and 

a f t e r r o y a l t y and taxes would be about, oh, about t w e n t y - f i v e t o 

t h i r t y d o l l a r s . 

Q What i s i t , f o r ..the brown - Ko. 1 , t ha t i s , the BMS Brown 

No. 1? 

A 
- i i I t i s considered a marginal x i ie l l , a l lowed to produce a l ! 

i t can produce , 'which i s n o t h i n g , because i t i s dead. 

W e l l , i f i t was rees tab l i shed t o p roduc t ion and was 

brought back, then i t would have an a l lowab le , would i t not? 

That i s c o r r e c t . 

Probably i t would be something comparable t o the Greer 

Thompson i o . I ? 

r\ 

i i W e l l , I don ' t have tha t f i g u r e . I be l i eve Hr . Stearns 

sa id what he thought the w e l l would make. 

Around two m i l l i o n f e e t open f low? 

ii. I be l i eve i t was about two m i l l i o n . I don ' t r e c a l l . 

W e l l , at a two m i l l i o n open f l o w , tha t would give i t an 

a l lowable close to what t h i s Thompson Ho. 1 i s , wouldn ' t i t , — 

A 

o 

W e l l , — 

- - approximately? A Approximate ly . 

What about the Brown Ho. 2, i s i t i n the same category? 
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* 

A The Brown Ho. 2 has an allowable f o r A p r i l of four hun

dred eighty-two thousand. The w e l l , however, i s dead and canU 

produce i t , of course. 

Q, The Copp No. 1, I believe, has been shut i n and abandon* 

A That's correct . 

Q, "What about the 'Wyper No. 2? 

A Tie Wyper No. 2 had an allowable of eleven hundred sevei 

f i v e ;-lC7. 

4 What about the Krouse - - George H. Krouse Beck No. 1? 

A Allowable two hundred f i f t y - n i n e KG?. 

Q The MSBW HeGarty No. 1? 

A Nine hundred twenty-eight HOP. 

Q, The Montano No. 1? 

A Thirteen hundred n ine ty-s ix MCF. 

Q The Palmer No. 1? 

A One m i l l i o n , eight hundred eighty thousand. 

Q And the Kordge's Ho. 2? 

A I don't have tha t . 

Q I s the s i tua t ion w i t h a l l of these wells such that i f 

they are shut i n , the we l l i s l i a b l e to go dead? 

A That p o s s i b i l i t y exis ts , yes. 

Q, And then i s i t also customary i n t h i s area f o r these 

marginal wells l i k e this , to overproduce them f o r a period and thei 

shut them in? 

A That's t rue, because the i r allowable i s so low that i f 

d? 

ity-

t 
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they are produced f o r as long as one month, i t means that they arc 

overproduced for several months. 

Q And then when you -- they must be shut i n f o r that 

several months1 period? 

A That's correct. 

% And then when they endeavor to reestablish them, you h.a|e 

a problem? 

A Sometimes you have a problem because they are loaded up 

with water. 

Q, Do you know what i t costs to operate one of these wells 

when they reach the marginal point that these wells have? 

A I'd say that on an average, from our experience i n the 

area, that the f i e l d operating cost would approximate t h i r t y 

dollars a month. You have a l i t t l e overhead costs, paper work anc. 

such as that. Possibly ten dollars a month. These figures were 

per w e l l . That's what I would consider direct operating expenses, 

C, That doesn't make any allowance f o r any workover to re

establish i t ? 

A That's correct. 

Q Does the cost o£ keeping one on production increase, tho 

longer the well produces? 

A That's true. What a man i s faced with, i f his well i s 

logged off, i s a workover job which can run a i l the way from five-

hundred to two thousand dollars; you night say an average of a 

thousand dollars, and at the time that the operator has to make 

27 
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the decision as to whether he i s going to plug that well or t r y 

to continue producing i t ^ i s whether he can go i n and spend t h a i ^ 

say thousand dollars and recover that thousand dollars i n a reafeoijt' 

able length of time. Now, just what a reasonable length of tim 

on a workover raay vary from person to person. Ky own personal 

opinion i s that i f you have a well that i s dead and needs to be 

worked ove r and i s i n t h i s marginal status and i t w i l l not pay ̂  

\ 
out i t s workover cost i n say, twenty months, that you have then I 

reached the point at which you need to abandon the wel l . Now, thV 

cost that you need to consider there i s your direct operating e;ĉ  

pense, which I would estimate about f o r t y dollars a well a month, 

the interest on the value of the salvage, i f there i s any, which 

on some of the wells there i s , I believe some of the wells you 

can salvage casing that w i l l approximate two thousand dollars net 

recovery out of the salvage operation. At 6 percent interest, tha 

two thousand dollars i s one hundred twenty dollars a year, or an

other ten dollars a month. So we are looking at f i f t y dollars 

a month plus a return of the cost of the workover which we w i l l 

say is,a thousand dollars over ten months i s another f i f t y dollar:; 

a month. I n other words, one of these operators has a well that 

i s logged o f f , he's got to see something l i k e a hundred dollars 

a month net after royalty and taxes before he can go i n and work j 

that well over, otherwise,the prudent and p r a c t i c a l and economic' 
I 

thing f o r him to do i s to plug the well and, of course, thereby i 
i 

lose gas that might otherwise be recovered; certainly gas recoveS-
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able to him. 

Q And that doesn't make any consideration, does i t , f o r 

the f a c t that i f i t i s going to be overproduced and has to be 

shut i n f o r a period that he i s l i a b l e to repeat the workover? 

A That's r i g h t . Some of the wells have d i f f i c u l t y i n 

loading up wi th water, and those pa r t i cu la r wel l s , i f you shut 

them i n f o r six or eight months at a time, i t i s possible that 

each time that you go to open those wel ls up and produce them 

again, that you may have t rouble . 

MR. VERITY: I believe t ha t ' s a l l . 

MR. UTZ: The hearing w i l l be recessed u n t i l one- f i f t een 

(Recess) 

MR. UTZ: The hearing w i l l come to order, please. Are 

there any questions of the witness? 

MR. VERITY: Your Honor, I have another question of 

t h i s witness. 

DIRECT EXAMINATION" (CONT'D) 

Q Mr. Greer, are you f a m i l i a r i n a general way with the 

MSBW Company wells up there'.— 

A Yes, I am. 

Q — that we talked about here earlier? 

A Yes. 

Q Now, those wells have not as yet undergone stoppage of 

flow of gas as the BMNS Company No. 1, No. 2 and the Copp Ho. 1. 

Do you have an opinion as to whether or not they w i l l reach that 
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point? 

A Part of the MSBW* wells are better wells than the BMNS 

Company wells. However, the i r capacity to produce i s declining 

every year, and i t i s jus t , of course, a question of time u n t i l 

the MSBW wells w i l l be i n the same c r i t i c a l state that the BMNS 

Company wells now f i n d themselves i n . 

Q I n other words, then, the BMNS wells, three out of four 

of them are actually shut i n and they have to have workover i n 

order to bring them back up? 

A That's correct. 

Q And the others are facing the same situation i f they 

don't have some kind of r e l i e f that w i l l allow them to produce at 

such a rate that they wouldn't have to be shut in? 

A That's correct. 

MR. VERITY: That's a l l . 

MR. UTZ: Are there questions of the witness? 

MR. BUELL: I have some, Mr. Examiner. 

CROSS EXAMINATION 

BY MR. BUELL: 

Q, Mr. Greer, as a matter of fact, it is just a matter of 

time until every well in that field stops producing gas, isn't iti 

A That's true. The thing that we are asking f o r i s r e l i e f 

f o r wells that have the a b i l i t y to produce at t h i s time but are 

re s t r i c t e d because of proration. Once the wells reach the point 

that they can't produce, then that i s a dif f e r e n t question. 

20 
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Q So your testimony with respect to the MSBW wells could 

apply to any well i n t h i s pool whether i t i s li+0 or 160 acres, 

couldn't i t ? 

A Ho. What we are ta l k i n g about was the HS3¥ wells that 

i n the course of, say a year or two, they w i l l have the a b i l i t y to 

produce, say a hundred and f i f t y dollars a well a month, but may 

be r e s t r i c t e d because of proration to t h i r t y - f i v e or f o r t y dollar 

a well a month. That i s the substance of our complaint. 

Q Mr. Greer, can you agree with me that the purpose of 

an allocation formula i n a pool i s to afford each operator an op

portunity to produce a • proportionate share of gas or other hydro

carbon?---

A That i s true. I certainly do. 

Q With. respect to the allocation formula i n the Fulcher 

Kutz Pool and the allocation formula on your Thompson Well i n Aztejc 

A Yes. 

0, — do you f e e l that those allocation formulas serve the 

purpose they were designed for? 

MR. ViSRITY: Just a minute, please. We object to that 

because we are not i n t h i s application attacking the v a l i d i t y of 

the allocation order..;. Our contention i s that i t does not make ap

p l i c a t i o n to these pa r t i c u l a r wells, and therefore, we don't think 

that a proper question. 

MR. BUELL: I f I may be heard, Mr. Examiner, what they 

are asking f o r i s an exception to the allocation formula. They 
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want to place themselves outside the allocation formula, and i f 

the allocation formula serves the purpose f o r which i t was design< 

and they obtain an exception to i t which w i l l result i n a bonus t< 

them, i t certainly i s going to give them more than t h e i r f a i r sha: 

of the gas i n place. I f t h i s formula i s serving the purpose f o r 

which i t was designed, I think i t a f a i r question. 

MR. VERITY: We withdraw the objection, Your Honor. 

MR. UTZ: You may proceed. 

IB.. COOLEY: Do you understand the question? 

A Yes, I understand i t . We spent many hours, weeks, montl 

and period of years t a l k i n g about that formula before. I know 

exactly what he i s t a l k i n g about and would be r e a l l y pleased to 

give you my thought on i t . I believe that that allocation formuli 

as i t applies to most of the wells i n the pool i s about as close 

as we can get f o r a p r a c t i c a l allocation formula. I think we a l l 

know that i t i s impossible to exactly give to each well the amoun 

of gas f o r i t to ultimately produce that exists under i t s t r a c t * 

We did the best we could with that allocation formula, and f o r th< 

most part i t f i t s pretty well, but when you get to the point as 

well as decline that a man has to plug his well and i s , therefore 

denied the r i g h t to recovery.- the gas that i s then l e f t under his 

t r a c t at that point an your allocation formula ceases to perform 

the job i t was designed to do, and as such, I believe that wells 

which qualify "under that exception should be given an exception t< 

the allocation formula and, i n f a c t , withdraw from i t . 

d 
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Q, (By mr. Buell) H?. Greer, as a matter of fact, if ever] 

w e l l whose al lowable was reduced due to the a l l o c a t i o n fo rmu la , 

such as t h i s group of w e l l s you have, were granted exceptions to 

the a l l o c a t i o n f o r m u l a , your a l l o c a t i o n fo rmula would be meaning

l e s s , wouldn ' t i t ? 

A And i t shouid be meaningless when the w e l l s f i n a l l y 

reach the p o i n t tha t they are j u s t ba re ly paying o f f opera t ing 

cos t . We reached the p o i n t where a man i s not al lowed t o produce 

the gas t h a t i s under h i s t rac t , because he has t o p l u g the w e l l . 

The w e i l has a capaci ty t o produce, but the Commission denies him 

the r i g h t to take tha t gas out f r o m under h i s l a n d . 

Q, Maybe we can get at i t t h i s way, Mr. Greer. Assume f o r 

the purpose of t h i s quest ion t ha t t h i s a l l o c a t i o n fo rmula i n these 

two poo l s , a f ormula which you recommended many t imes , serves the 

purpose f o r which i t was designed. I f you are granted an exceptic 

t o that a l l o c a t i o n f o r m u l a , some of the gas t ha t you are going to 

produce as a r e s u l t of t ha t except ion I s going t o come f r o m a trac 

other than a t r a c t upon which the w e l l i s loca ted , i s n ' t i t ? 

A I f i t f i t s e x a c t l y . 

Q, With the assumption tha t I asked you t o make? 

A Yes, s i r . But , of course, you made an assumption tha t 

i s j u s t not qu i t e t r u e . 

Q Whether you agree — i f you agree w i t h the assumption, 

Mr. C-reer, I wouldn ' t have t o make i t . That i s the reason we made 

the assumption. That would be the case under t ha t assumption. 

n 
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A Just a minute . Let me answer i t . I t doesn ' t qu i t e 

apply , t o t h i s e x t e n t . The man has t o p lug h i s x-rell and he can ' t 

produce the gas tha t i s a l l o c a t e d to h im, so i t j u s t doesn' t 

operate . 

I-R. VERITY: Just a minute . Your Honor, ue objec t to 

the quest ion because he i s assuming a s ta te of f a c t s t ha t i s not 

i n evidence and which doesn' t e x i s t . Therefore , the h y p o t h e t i c a l 

quest ion i s improper. 

KR. 3UELL: K r . Examiner, t ha t i s the f i r s t time I n a l l 

my experience t ha t I have ever heard of o b j e c t i o n fe© a hypothet ic^ .1 

quest ion to an expert wi tness , which Mr. Greer c e r t a i n l y i s . I 

t h i n k . I am c e r t a i n l y w i l l i n g to go on to something e l se , Mr. 

Examiner. 

\ KR. TJTZ: Do you want a r u l i n g on tha t? The o b j e c t i o n \ 

i s o v e r r u l e d . I f he s ta tes a h y p o t h e t i c a l ques t ion , he can adjus i y 
h i s answer to the h y p o t h e t i c a l case. 

Q, (By Mr. B u e l l ) VJhich I have and I be l ieve you have 

answered. 

A I w i l l give you the h y p o t h e t i c a l aasaar, t h a t , i f a mar i - -

Q, Uo, mine was a h y p o t h e t i c a l ques t ion . 

A I f a man could economically produce tha t gas t h a t i s as

signed to h im, then he i s being done j u s t i c e . A.s I t I s , he can ' t 

produce i t , he has got to p lug h i s w e i l and, t h e r e f o r e , an i n j u s 

t i c e I s done. Tne gas i s l e f t i n the ground and the fo rmula doe ! 

- not per form what I t was intended to pe r fo rm. 
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Q, But i f lie continues to produce h i s wel l , complete equalf 

i t y would be done? 

A Well, you said something that i s impossible. 

Q, Lr. Greer, l e t me ask you whether or not i n your opinio^ 

and I want to ask you to assume something else f o r the purpose of 

t h i s question. Let's assume that a l l of these wells requested 

here today are plugged and abandoned tomorrow. In your opinion, 

w i l l there be any s i g n i f i c a n t l y less ultimate recovery of gas f r o ^ i 

t h i s pool? 

A Yes, s i r , there could be, especially In the area i n 

which the BMNS and MSBW wells are located f o r t h i s reason. They 

are on the end of a long narrow pool. I f a l l these wells are 

plugged, then the only p o s s i b i l i t y of recovering that gas I s , of 

course, from other wells on other t r a c t s , which, of course, were 

not e n t i t l e d to the gas i n the f i r s t place. But i f they could 

recover, of course, there would be a l i t t l e additional gas re

covered from these t r a c t s , but very d e f i n i t e l y not as much gas as 

can be recovered by these particular wells f o r the reason that we 

are reaching too long a range; we are ta l k i n g about maybe two or 

three miles'at which the gas would have to t r a v e l . 

Q These wells are i n a common pool with other wells, are 

they not? 

A They are so located that they are pretty much at the en£ 

of the pool, and you are going to have abandoned not just a few 

wells with producing wells around them, but a whole end of a pool 

i l 
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Q So l e t me get t h i s clear now, Kr. Greer. Your testimony 

i s to the effect that i f these wells were abandoned tomorrow, there 

would be a significant decrease i n the ultimate recovery of gas 

from t h i s pool? 

A That i s correct. 

Q You think i t would be significant? 

A I t would be significant insofar as the future production 

of these wells i s concerned, asfar as the future production of 

the wells could be i f 1 allowed to produce. You see, we a l l realizc-

there on the t a i l end of production there i s not an awful l o t of 

gas l e f t to get, but there i s sane, so we are not ta l k i n g about a 

significant amount of gas In terms of the whole pool, but as f a r 

as gas which they could, produce i n Income to the operator, i t wou^d 

be s i g n i f i c a n t . 

Q I think I see your point. Actually there i s not a sig

n i f i c a n t amount of gas there now, but of that amount a significant 

amount would be l e f t , i s that i t , generally? 

A I n the f i r s t place, we are not ta l k i n g about a large --

Q What wells •specifically --.- we have mentioned a l o t of 

them — what wells s p e c i f i c a l l y are i n your application and the 

subject matter of t h i s hearing? 

A Well, l e t ' s see. We have l i s t e d them. Do you want me 

to read them off? 

Q, Yes, s i r , i f you would, i n the same order j o u gave them 

on your directs I t r i e d to follow, you went a l i t t l e f a s t . 
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A We have the Greer No. 1 Thompson i n the Aztec Pool. 

Q A l l r i g h t , s i r . 

A In the Fulcher Kutz Pool, I have l i s t e d 1, 2, 3, h> 3> 

6, 7 wells. These wells are:for the BMNS Company and No. 2 Broxm 

Q, Right, 

A And No. 2 Wyper, and f o r the MSBW Company wells, the i>io 

1 McGarty, No. 1 Montano, No. 1 Palmer, No. 2 Hordge's. 

Q, Was that i n your application? 

MR. VERITY: No, i t was not i n the application. I t was 

discovered i n evidence t h i s morning. 

MR. COOLEY: Por what purpose was the t ~ -11 nn j no no • r ntng 

t h i s well? 

MR. VERITY: Well, Paragraph LL of the application i s to 

the effect that the application should cover other wells s i m i l a r l y 

situated. These applicants and a l l individuals or corporations 

s i m i l a r l y situated are e n t i t l e d to an order creating exceptions 

to that portion of Order R->65>, which pla.ees upon them an 

acreage a t t r i b u t i o n factor of less than one. 

MR. COOLEY: I believe that would be a statement of what 

the applicant feels should be, but I don't believe this applica

tion so requests i t . Aad the teraa of the notioe, nni eh X drew, 

baaed on the application, I did aot interpret Paragraph k- to re-

qnest — the prayer of the application te reeaeat re l i e f froa the 

nine wella Mentioned; the inreatnent reference waa to one in the 

Pietured-Cliffa Pool and eight i a the Fulcher Kutz. 
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A Another well I have listed is the Krouse Beck No. 1. 

MR. BUELL: May I say this for Paa American, I vas jus" 

trying to gat that straight ia ay ©vn aiad, aad i f the Coaaisslon 

i s willing, we certainly hare ae objection to considering the Ho. 

Hordge's and obliterating the neeeaaity fer another hearing. 

MR. COOLEY: I aa sorry, we can't de that. 

A Another well I hare listed la the grouse Io. 1 Beck, anc 

the laat well that waa en the application BMNS Ie. 1 Copp ia being; 

plugged and abandoned. Those are tiae wella. 

' Q (By Mr. Buell) That Copp Well i s plugged and abandoned, 

la i t not, Mr. G-reer? 

A That's correct. 

Q, So actually, i t i s rather meaningless in this hearing, jjs 

i t not? 

A There is no allocation asked for that well. 

Q, Are you s t i l l asking for an exception even i f i t was 

plugged and abandoned? 

A It is a fine example of what ©an happen under the fora-

ula. 

Q The Brown Ie. 1, I believe when you teatified, you said 

i t waa marginal, which aeant that it has predaoed a l l i t eould 

produce? 

A I don't knew exaetly the status, other than the well haa 

been dead, and I assumed that was the reason i t hadn't produced for 

several aonths, and I assumed that waa the reason why i t haa not 
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been prorated. 

Q, Then you don't know that actually I t was a -- whether 

or not i t was a marginal well when i t was producing? 

A Well, marginal well under the terms of the Commission's 

order, I don't know. 

Q, Well, i f i t was so c l a s s i f i e d , i t can produce o i l — I t 

can produce, can't i t ? 

A I f i t was so c l a s s i f i e d . 

Q So actually, |rou d6h't need an exception to that. 

A I believe here we have the fact s , we can quit guessing 

about i t . For the month of January, 195$ i t produced thirty-one 

days, produced two m i l l i o n six hundred and seven thousand cubic 

feet of gas. Now, i f i t were given an allowable with the current 

deliverability test, i t would undoubtedly have an allowable -

similar to the No. 2 Brown or less, which means that i t would be 

allowed to produce approximately a fourth or a f i f t h of what i t 

has a capacity to produce. 

Q, Is i t your testimony now, that based, on data that you 

just examined that t h i s well i s not and was not a. marginal classi

V 
f i e d well? 

A Well, the current allocation schedule f o r the month of 

A p r i l , as I examined i t , didn't show an allowable f o r t h i s well. 

We can estimate what i t would have been, and i t would have been 

prorated to one-fourth of what i t could have produced, and f o r 

a l l p r a c t i c a l purposes, i t i s a well that we want an exception 
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granted t o . 

Q Mr. Greer, have you ca l cu l a t ed the a l lowable which you 

would expect f o r these I n d i v i d u a l w e l l s , assuming tha t the Com

miss ion grants your request? 

A Yes, s i r . 

0, Start v i t a your Ho. 1 Thompson. 

A No. 1 Thompson was around t h i r t y - o n e hundred thousand 

f o r the month of A p r i l , and i f our a p p l i c a t i o n i s granted, i t 

would receive f o u r t imes t h a t , which would be approximately nine 

hundred seventy thousand cubic f e e t of gas f o r the month. The 

Bras — 

MR. UTZ: Recheck t h a t s l i de r u l e aga in . 

A Thank you. I t would be around one thousand, f i v e hundr 3d 

and f o r t y MCF. 

Q What would be on a d a i l y bas is assuming i t i s a t h i r t y -

day month? 

A Approximately i t s d e l i v e r a b i l i t y about f i f t y thousand 

f e e t a day, f o r t y - s e v e n thousand. 

Q F i f t y MGF per day? 

A Right at f i f t y MCF a day, and i t s d e l i v e r a b i l i t y — we 

might as w e l l t a l k about i t now - - i s f o r t y - s e v e n thousand. I t 

would be producing, i t wou ldn ' t q u i t producing i t s a l lowab le , i t 

would be a marginal w e l l . 

Q, BMNS Company No. - -

MR. COOLEY: G-ive us t ha t d e l i v e r a b i l i t y f i g u r e again, 
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please, 

A The one I read from the schedule i s forty-seven thousanp. 

QUESTIONS BY MR. UTZ: 

Q That 's f e r the Thompson Vo. 1? 

A Thompson No. 1 , yes . BMNS Company No. 2 Brown, I show 

f o r A p r i l a l l owab le , f o u r hundred, e igh ty - two thousand; i t would 

be a l lowed f o u r t imes as much, or one m i l l i o n e igh t hundred 

twenty thousand. 

Q One m i l l i o n , e igh t hundred and twenty thousand.— 

A Ye s, s i r . 

Q — MCP per month? 

A One m i l l i o n , eight hundred twenty thousand cubic f e e t . 

Q What would that be on a daily basis, Mr. G-reer, please, 

sir? 

A T h i r t y - d a y month would be s i x t y - f i v e thousand. The BMN|s 

Company No. 2 . 

Q Excuse me j u s t a moment. Did you give the d e l i v e r a b i l i t y 

on the Brown 'No. 1? 

A I don ' t have i t f o r the Brown No. 1 . I t wasn' t i n the 

schedule. 

MR. UTZ: A l l r i g h t , go ahead. 

A 3MMS Company No. 2 Wyper shows d e l i v e r a b i l i t y of one 

hundred, f o r t y - e i g h t thousand, an a l lowable f o r the month of ApritL 

of eleven seven ty - f ive MCF; i t would have twice as much gas al lowed 

to i t — would be two m i l l i o n , three hundred f i f t y thousand cubic 

f e e t f o r the month, which oh a t h i r t y - d a y basis would be seventy-
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eight thousand cubic feet a day. 

Q, You said twice as much. Is that on 30-acre tract? 

A Yes, s i r , ;30-acre t r a c t . 

KH. COOLEY: What i s the d e l i v e r a b i l i t y on that? 

A I show one hundred, forty-eight thousand. 

KH. COOLEY: Would i t make i t s e l f allowable? 

A Yes, s i r . I t would have seventy-eight thousand a day 

and nas a d e l i v e r a b i l i t y of one hundred, f o r t y - e i g h t , so i t would 

make i t . Krouse No. 1 Beck was allowed two hundred, f i f t y - n i n e 

cubic -- two hundred, f i f t y - n i n e thousand. I t would receive four 

times as much, which would be one m i l l i o n , f o r t y thousand cubic 

feet f o r the month and on a. thirty-day month would be t h i r t y - f i v e 

thousand cubic feet a day,ana i t has a d e l i v e r a b i l i t y of t h i r t y -

seven thousand. 

C„ A l l r i g h t , s i r . 

A KSBW Company -- you want a l l these? 

Q Yes, s i r , please, i f i t isn' t too much trouble. I don r; 

want to drag i t out, but I want to make some comparisons. 

A KSBW Company No. I KcCarty was allowed nine hundred 

twenty-eight thousand. I t would get just twice as much, which 

would be eighteen hundred, f i f t y - s i x thousand, which on a t h i r t y -

day oasis would be sixty-two thousand cubic feet a day and has a 

capacity to produce one hundred f i v e . 

No. I Montano was allowed thirteen ninety-six MCF. I t 

would oe allowed two m i l l i o n two hundred thousand, which on a 
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t h i r t y - d a y oasis would be seventy-four MC? a day. 

Ho. 1 Palmer - -

I G . COOLEY: what 's i t s d e l i v e r a b i l i t y ? 

A One hundred t h i r t y - s i ; - : . 

Q vihat i s t h i s next w e l l , Hr . Greer? 

A Next one coming up i s Palmer; was al lowed eighteen 

hundred e igh ty MCE f o r the month, and tha t would be doubled t o 

t h i r t y - s e v e n s i x t y MCP, which on a t h i r t y - d a y bas is would be a 

hundred and t w e n t y - f i v e thousand. I t has capaci ty t o produce two 

hundred s ix ty-seven thousand. 

Q Mr. Greer, a c t u a l l y , as a ma.tter of f a c t , a r e n ' t there 

some v e i l s i n the Fulcher Kutz Pool t ha t have 160-acres assigned 

to them w i t h comparable a l lowables and comparable problems to the 

a l lowables t ha t your w e l l s have? 

A Ho, s i r . I f they have one hundred s i x t y acres ... as

signed to them and a l lowable , f o r ins tance , of on ly three hundred 

e i g h t y - f i v e MCF, such a3 the Greer Ho. 1 Thompson, then i t s a l 

lowable would have been reduced because of I t s lower d e l i v e r a b i l i ty 

and i t might not have the capaci ty to produce any more gas, where as 

the se w e l l s have the a b i l i t y to produce more gas. 

Q Yes, s i r . 

A So there i s a, d i f f e r e n c e . 

(4 I r e a l i z e there i s a d i f f e r e n c e , but my quest ion was 

t ha t there are w e l l s assigned one hundred s i x t y acres w i t h com

- parable a l lowables and comparable problems f r o m the standpoint of 
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water that YOU mentioned that you are experiencing at t h i s time. 

Now, isn't that correct? 

A The problems are not comparable i n that they don't have 

the a b i l i t y to produce that these wells have, so, therefore, they 

are not comparable. 

Q, A l l r i g h t , s i r , we w i l l exclude d e l i v e r a b i l i t y . 

A Well, there'3 — one of the biggest problems i s the 

a b i l i t y to produce. 

Q Yes, s i r , I realize that. But excluding d e l i v e r a b i l i t y 

there are wells assigned one hundred sixty acres with comparable 

allowables and comparable problems from the standpoint of water 

that you've mentioned? 

A Those wells, I believe, produce most of the time. They 

are not shut i n because they are over produced. They don't have 

the seme problems from the standpoint of water production. 

Ci They have a comparable allowable, though? 

A But they are not shut i n . They are cared f o r . 

Q, Yes, s i r . Actually, you can look at the A p r i l proratioji 

schedule and ascertain the fact that they are one hundred sixty 

acre wells with allowables comparable? 

A Tnat's r i g h t . 

Q, Do you happen to know what the average, known average 

allowable i s f o r the west Fulcher Kutz? 

A I would estimate two-twenty. . 

Q Would seventy-eight MCF per day sound about r i g h t ? 

D E A R N L E Y - M E I E R ft A S S O C I A T E S 
G E N E R A L L A W R E P O R T E R S 

ALBUQUERQUE. N E W MEXICO 
Phon . CHopaf 3-6691 



A I don ' t mean two twenty, I mean two m i l l i o n a month. 

- That sounds about r i g h t . 

Q Let me ask you t h i s , wh i l e you are i n your p r o r a t i o n 

schedule the re . Would the average d e l i v e r a b i l i t y f o r nonmarginal 

one hundred s i x ty - ac r e w e l l s , would about one hundred f i f t y - f o u r 

• MCP sound about r i g h t ? 

MR. VERITY": What was the — 

Q, Average d e l i v e r a b i l i t y f o r a nonmarginal one hundred 

s i x ty - ac r e w e l l . 

A That sound about r i g h t . Por Pulcher Kutz you are t a l k 

i n g about? 

Q, So, a c t u a l l y , Mr. G-reer, I f your request i s approved 

by the Commission — f o r ins tance , your Brown No. 2, what i s i t , 

on f o r t y acres? 

A Yes, s i r , f o r t y acres . 

Q, Tne w e l l on f o r t y acres w i l l be producing about seventy 

two or seventy-three percent of the a l lowable assigned t o a w e l l 

on a hundres and s i x t y acres, wouldn ' t i t ? 

A That i s c o r r e c t . 

Q, With respect t o your Wyper No. 2, i t i s going to be pro' 

ducing about n i n e t y - s i x percent , almost as much as a w e l l on a 

hundred and s i x t y acres, i s n ' t i t ? 

A Tha t ' s c o r r e c t . 

Q What about your Palmer No. 1? 

— A I t would be produced f r o m three m i l l i o n , seven hundred, 
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aixty thousand, one hundred twenty-fire MOP a day. 

Q I t will he about one hundred seventy-three percent above 

the average of a well en one hundred sixty aere unit, wouldn't it? 

A Io, I believe seventy-three percent above. 

Q let one hundred seventy-three percent, you are right, 

seventy-three percent, producing seventy-three pereeat ef the aver

age allowable oa a one hundred sixty-aere unit? 

A That's correct. 

Q Would you say that the allowable in this pool i s extremely 

sensitive to deliverability of a well? 

A Well, the allowable i s the same as — three-fourths of 

the allowable i s based on deliverability. 

Q All right, s i r . Tou mentioned workovers a let, that you 

intend to work aoae ef these wells ever. Actually, the priaary 

objective of a workover would be te Increase your deliverability, 

wouldn't it? 

A Io, sir, just to get the water out, to have i t logged 

off. That i s the aain type ef workover that we are speaking of. 

Q Tou didn't conteaplate workover to increase deliver

ability? 

A Io, sir. That would cost a let aere aeney than what I 

talked about. 

Q Actually, oa aa average deliverability basis your wells 

ceapare pretty favorably at this tiae, don't they? 

A For the aest part, yea. They have the capacity to 
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produce the same as the other wells. They are just denied the 

r i g h t t o produce. 

Q Because they are assigned a smaller — 

A Smaller . Tha t ' s c o r r e c t , t o o . 

Q, — to make i t complete? 

A To make i t complete, yes . 

Q, So, a c t u a l l y , these a l lowables t h a t we've compared 

w i t h the average — the a l lowables as a r e s u l t , i f your request 

i s approved, i f , due to these workovers , even though i t i s not 

i n t e n t i o n a l l y , the d e l i v e r a b i l i t y of some of those w e l l s , i a iasr t i 

aaa • , the al lowable f i g u r e t h a t you est imated here would Increa 

wou ldn ' t i t ? 

A Tha t ' s c o r r e c t . 

MR. BUELL: Tha t ' s a l l we have, Mr. Examiner. 

MR. UTZ: Are there any other questions of the witness? 

QUESTIONS BY MR. COOLEY: 

Q Mr. Greer, the opera t ing and l i f t i n g expenses on a l l 

of the e igh t w e l l s , t h a t i s , excluding the Copp No. 1 , which i s 

plugged and abandoned, a l l the w e l l s w i t h the except ion of Copp 

No. 1 are about the same? 

A I t va r i e s a l o t w i t h each opera tor . Some operators get 

by f o r less than o the r s . Some of the people take care of t h e i r 

own w e l l s and don ' t i temize t h e i r cost and so they don ' t have t h 

same records as other people t h a t h i r e a l l t h e i r work done. But , 

i n genera l , I would say tha t the cost would be about the same. 

red 
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Q Here i s a span here between the allowables that would 

be assigned to these wells, almost three to one, and the Krouse 

Beck Ko. 1, I believe under your calculations would be assigned 

a thousand and f o r t y MCF? 

A Approximately, yes, s i r . 

Q And the Palmer No. 1 would be assigned three thousand 

seven hundred and sixty? 

A Yes, s i r . 

Q S t i l l , the operating cost would be approximately the 

same on those two wells? 

A That i s correct. 

Q, In view of t h i s , i t must be that the assignment of an 

acreage factor one would result i n assignment of allowables some

thing i n excess of what i s necessary to warrant the operation of 

the w e l l , would i t not? 

A Well, i n some cases that's true. I don't believe we 

could assign or determine a formula which would exactly provide 

each we i l , the; cost of i t s exact operation. 

Q What, i n your opinion, i s the amount of money that woul 

be necessary to be derived from each of these eight wells to war

rant keeping them on production yearly, gross income? 

A I believe I said e a r l i e r that an operator should have 

something l i k e a hundred to a hundred and f i f t e e n dollars a monti 

after taxes and royalty at the time that he i s faced with the wort-

over to put the well on production, i n order to j u s t i f y the work-
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over rather than plugging the w e l l . 

Q That i s the precise thing I am t r y i n g to get at here. 

Now, we have one hundred f i f t e e n dol la rs a month, plus taxes and 

roya l t y . How much does that amount to? 

A Well , on an average lease, say wi th no override, i t 

would take about a hundred and f o r t y - f i v e dol lars a month gross 

to provide that income. 

Q About one hundred f o r t y - f i v e dol lars a month? 

A Yes. 

Q, And mul t ip ly that by twelve and give me a yearly f i g u r e 

please. 

A Well , I guess seventeen hundred f o r t y d o l l a r s . 

Q Now, can you convert that hundred and f o r t y - f i v e dol lar 

a month to MCP of gas? 

A Yes, s i r . W i l l be approximately a m i l l i o n and a h a l f . 

Q, Approximately a m i l l i o n and a ha l f? 

A Yes, s i r . 

Q And you f e e l that you can operate these wells and not 

be compelled to shut them i n wi th an allowable of something l i k e 

a m i l l i o n and a ha l f? 

A That's t rue . Of course, as you know, the workover pro

blems vary and i t could be that a we l l would come up f o r workover 

wi th a more serious job, or i t would cost more,or another one 

would cost a l i t t l e less, but I th ink on the average that i s a 

p re t ty reasonable f i g u r e . 

s 
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Q But under your proposal, six out of the eight would re

ceive considerably i n excess of a m i l l i o n and a h a l f , wouldn't 

they? 

A Yes, they would. We explored the problem thoroughly 

and found i t very d i f f i c u l t to arrive at some manner of allocating 

gas to these wells which would serve the purpose. I t appeared to 

us that t h i s i s the best approach from an overall standpoint and 

that certainly any inequalities r e s u l t i n g would be no greater thaji 

those already existing under the established allocation formula 

as i t applies to nonmarginal wells. 

Q, Now, that brings us to the next point. In answer to Mr 

Buell's question concerning the ethicacy of the existing pro

r a t i o n formula i n Aztec-Pictured C l i f f s and Fulcher Kutz Gas Pool 

I believe i t was your answer that the formula, i n your opinion, 

breaks down as the wells decline, i s that correct? 

A I t breaks down when i t gets to the point that a certain 

amount of gas i s allocated to a man to produce and yet he can't 

produce I t because he i s forced to plug h i s well and leave the ga|s 

i n the ground. At that point i t very d e f i n i t e l y breaks down. 

Q, Isn't t h i s breakdown to which you refer as a result of 

the low acreage dedication of these wells rather than the decline 

of the wells? 

A That i s correct. The wells have the a b i l i t y to produce 

Q And i t ' s not the proration formula's f a u l t , i f the wells 

had the acreage to dedicate to them? 
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A I f they had the acreage dedicated to them, had they beer 

d r i l l e d after the establishment of one hundred sixty acres, we 

would not have the problem as to t h i s particular proelea. 

Q, You agree, of course, that the formula was designed to 

provide the allocation of gas to wells spaced on one hundred sixty 

acre acres since that i s the acreage set up i n the pool rules? 

A Yes, s i r , we talked about i t at the time,and there was 

considerable discussion at that time as to making exception to 

wells d r i l l e d p r i o r to the spacing order, and the f i n a l outcome was 

that the Commission decided not to grant exceptions at that time. 

Now, we are faced with premature abandonment of these wells, and we 

f e e l we have just a l i t t l e d i f f e r e n t picture than at the time that 

the proration formula was adopted. 

Q Then, Mr. Greer, what you seek i s a minimum allowable, i s 

i t not? 

A We11, s i r , we what we seek i s to prevent premature 

abandonment of the wells, and under the present allocation formula 

they don't get enough gas. And I f they were given an allocation 

factor of one, they would get enough gas and i t appears to U3 that 

that would solve the problem. 

MR. COOLEY: Thank you. 

MR. UTZ: Are there any other; questions of the witness? 

MR..3UELL: I have one more, Mr. Examiner. 

RECROSS EXAMINATION 

BY MR. BUELL: 
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£ Mr. Greer, did you hear Mr. Maddox tes t i fy this morning? 

A Yes, s i r . 

Q I be l i eve he t e s t i f i e d t h a t the f i v e MSBW Company w e l l s 

ne t t ed , i n 19p7, f i v e thousand do l l a r s? 

A I be l i eve t h a t ' s t r u e . 

Q, Would you, as an engineer, recommend t o — or would you, 

as an o i l man, abandon f i v e w e l l s t h a t were making f i v e thousand 

d o l l a r s a year? 

A Uo, s i r , and I don ' t be l ieve Mr. Maddox in tends t o p lug 

them r i g h t away, but he has a l i t t l e f o r e s i g h t tha t he can see I n 

another year or two t h a t h i s w e l l s are going to be i n the same 

shape as Mr. Stearns* w e l l s , and he I s seeking what I t h i n k i s 

proper r e l i e f before the problem descends on him and he has t o 

shut down w i t h no th ing — no gas t o produce and a dec i s ion t o make 

and p o s s i b i l i t y of a lease to lose and many very serious problems 

t h a t he i s going to be faced w i t h . 

Q Mr. Greer, as I r e c a l l your answer t o my quest ion was t h 

you would not p lug nor would you recommend plugging? 

A hot at t h i s t ime , but he i s even r i g h t now faced w i t h the 

problem i f one of those w e l l s goes dead as t o whether he can a f f o r c 

t o put I t back on p r o d u c t i o n . 

Q, Yes, s i r . And you also said t ha t the MSBW Company's pro

blems were a n t i c i p a t o r y . Wouldn' t you t h i n k , then , t h a t t h i s r e 

quest at t h i s time i s premature? 

A Ho, s i r . One of h i s w e l l s could go dead tomorrow. 

Lt 
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Q, Shouldn ' t he wa i t a year or two u n t i l he has a problem 

and then come t o the Commission w i t h I t ? 

A No, s i r . I f ' h i s w e l l goes dead tomorrow and i t doesn' t 

produce f o r about s i x t y days and he wa i t s on hear ings f o r the Com

miss ion and the land owner cancels h i s . l e a s e , then he has wai ted 

too l o n g . 

Q, I am sure you mentioned t h i s i n your d i r e c t , Mr. G-reer, 

but l e t me ask you again , I missed i t . Why d o n ' t you a l l produce 

these w e l l s every day? 

A Their a l lowable was so low t h a t i t I s almost impossible 

or i m p r a c t i c a l f o r the p i p e l i n e company t o take such a small amoun 

of gas f r o m the w e l l s and produce them every day, so they take a 

reasonable amount of gas which i s t h e i r yea r ' s a l lowable I n a few 

weeks and then shut the w e l l s I n . 

Q Mr. G-reer, how do you r econc i l e tha t w i t h your answer 

w i t h respect to the w e l l s on the 160 acres w i t h comparable a l l ow

ables t ha t they d i d n ' t have your problems because they produced 

every day i f they have a comparable a l lowab le ; I f they can do i t , 

you can do I t , c o u l d n ' t you? 

A Sooner or la/ter they are going to have to be plugged. 

Maybe not t h i s month, but p r e t t y soon they w i l l have t o be plugged 

because they simply cannot produce. They d o n ' t have any gas t ha t 

they can produce and get out of the ground. We have gas tha t we 

can get out of the ground i f the Commission w i l l l e t us do i t . 

Q, Maybe I can get at i t t h i s way, Mr, Greer. I s i t p h y s l -
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c a l l y poss ib le t o produce the w e l l s t h a t are the subject n a t t e r of 

t h i s hea r ing at t h e i r a l lowable r a t e on a d a i l y basis? I s i t 

p h y s i c a l l y possible? I don ' t care what the p i p e l i n e does. I s i t 

p h y s i c a l l y possible? 

A I t n i g h t be p h y s i c a l l y pos s ib l e , but i t i s so imprac t ica l 

t h a t I sm sure ne i t he r one of the two p i p e l i n e companies i n the 

area would attempt i t . 

Q But i t i s p h y s i c a l l y possible? 

A I t I s I ' d say i t i s not economically p o s s i b l e . 

Q And i f they were so produced, you would e l imina te a l o t 

of your concern and wor r i e s about workovers, would you not? 

A ITo, s i r . You would e l imina t e p a r t of them, but you woul 1 

not e l imina t e the f a c t tha t you wou ldn ' t have enough money t o per

f o r m the workover, I f i t occurred. 

Q, I f the w e l l I s never shut i n and doesn' t load up w i t h 

water , you don ' t need t o work i t over so long as i t i s producing 

every day, do you, K r . Greer? 

A I f you can a f f o r d t o have a man out there t o blow out 

the water , which, of course, some of these w e l l s you can ' t do tha t 

r i g h t now. 

MR. BUELL: Tha t ' s a l l , Mr. Examiner, 

: . ; REDIRECT EXAMINATION 

BY MR. VERITY: 

Q K r . Greer, the p o i n t i s t ha t on these w e l l s there i s 

p roduc ib le gas t h a t i s going to have t o be abandoned under the 
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the present situation — A That i s right. 

Q — on the walls; those wells hare an acreage factor of 

less than 1? 

A I t i s anreeorerable, definitely, te the person that owns 

the well and may be unrecoverable to the entire pool. 

Q At least some of i t i s going te be left in the ground anc 

never recovered? 

A That i s true. 

Q And the man that's got the acreage factor ef 1, by the 

time his well goes dead, i t means that there i s no gas that can be 

produced from the formation? A That i s true. 

Q So we actually have an entirely different situation with 

regard to applicability ef the formula on thia well, what yeu do 

with 160 acrea? 

A That's true. When 160 acres reaehea the point that i t 

ia uneconomic to produce i t , i t just hasn't got the ability to pro

duce the gas that i s under ground, so there l s no aere recoverable 

gas. 

Q And at the tiae these people d r i l l these wells, they cer

tainly had a right to aasuae that they were going te be allowed to 

produce at auch a rate that they could get their gas out ef the 

ground? A That i s true. 

HR. VmiTl: I believe that's a l l . 

One ether question. 

Q (By Mr. Terity) We've actually got two factors here, 
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haven' t we? One froa aa economic standpoint 70a hara prematurely 

abandoned — A That*s right. 

Q — but even over and abore that, these veils that cannol 

produce ap to the level required, ao that you actually have an 

overproduction and a required shut-in period. Those wells just 

can*t be produced at a l l on that basis, can they? 

A They have acre problems. 

Q, They are just — when the situation i s auch that they ai 

required to shut-in te aake up overproduction because of the prac

t ical effect that the pipeline coapany wouldn't take a aaall alloi 

able, aa la accredited to them, then, when they are shut-in, then 

they are going to water-log, and they can't be revived, isn't thai 

correct? 

A They face the hazard of water-leg] doesn't mean -that erez 

tiae they wi l l water-log, but they face that hazard. 

Q That l s the problem, and i t i s ever and beyond the aere 

economics of a minimum, aa Mr. Cooley waa referring to? 

A That's true. 

1ft. YERITY: That's a l l . 

QSESTIGIS BT MB. UTZ: 

Q Mr. Greer, did you recommend that a well in the Fulcher 

Kutz er Aztec Pool be assigned an allowable of aere thaa the nor

mal allowable because of tiae well's water-logging probleaa; the 

fact that i f i t waa shut in for overproduction, that the well weul 

net ceae baek without possibly swabbing? In other words, do yeu 

e 
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think that i s the basis for a are 11 producing more than a normal 

allowable? 

A Xo, s i r . I t doesn't need te be granted ths bonus heeaui 

l t water-legs, doesn't need the bnnus« 

Q In ether words, beeause some of these wells that you hai 

on your application water-log and wi l l ne deubt reduce their all01 

able and hare to be shut-in and would s t i l l be water-legged, you 

don't think they should be allowed mere allowable? 

A I don't think they should be allowed* In fact, we are 

not asking for a bonus, we are just asking for what.— a ehanoe 

to produce what i s under our land. 

Q There has been suggested here in this hearing that a 

well with water-log should not even be shut-in? 

A That's true. Tou don*t hare te give i t a bonus net to 

shut i t in , just give: i t i t s ability to produce. 

Q Mr. Greer, in answer te Mr. Cooley's question, was tiae 

one hundred forty-five dollars a month that you spoke ef gross 

income, including royalty, taxes and everything? 

A Tes, s i r . With that amount of money, i t would be a brea 

even proposition. I would consider four of these particular wells 

Q Do you think that amount of income would take into con

sideration and give the operator enough cushion, so to speak, that 

he could anticipate spending a l i t t l e money l f i t i s necessary? 

A That allows a thousand dollars for workover every twentj 

months and leaving tiae operator absolutely no net income. 

e 
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<| Then, i t appears that yea? testimony that fifteen hundri 

107 a month weald take care of tiae objectives that yoa hare en thi 

seven wells, or eight wells, including the plugged and abandoned 

well? 

A Well, i f eaeh well were allowed to produce that much, H 

certainly would he a relief to tile majority of the wells* 

Q Well, my question i s , i s l t enough to prevent premature 

abandonment of these wells? 
> 

A I think i t would. 

q Vow, hew many of these wella are capable ef pro duo ing 

that amount of gas, fifteen hundred HCF? 

A Excuse me. Could I elaborate en that last question? 

There l s a possibility that you wi l l get a well with a more serioi 

workover job and i t might take a l i t t l e more. 

Q Well, hew much more? 

A Well, that i s going te vary with the well. On the aver

age, I think this i s reasonably close. 

Q, Well, let*s put the thing on a sound economic basis. Ti 

million a month? 

A Well, vhat I am talking about i s that any time — this 

i s not going to guarantee, but i t certainly would ge a long ways 

toward solving tiae problem. 

Q Tou think two million a month would guarantee it? 

A I think twe million a months would be mere praetioal to 

allocate. 
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Q Mow, back to my original question, the last question. 

l ev many ef these ve i l s are capable ef pro duo lag f i f teen hundred 

MCP a month? Probably a shorter vay to answer, how many of them 

are not? A A l l but one. 

Q which well i s that? 

A Krouse Vo. 1 Beck. 

Q low about the Thompson Vo. 1? 

A That w i l l be awfully close, v i l l be just nip and tuck. 

That dellTerabil ity i s calculated against half the sheeting pres

sure and operates against the l ine pressure a l i t t l e less than 

half of i t s shut-in pressure. Chances are i t w i l l just about do 

i t . 

Q And the Brown Ve. 1 w i l l be a l l right? 

A Tes, l t would be. 

Q The Brewn Vo. 2? A Tes, s i r . 

Q what was the dellTerability ea that well , de you know? 

A My figures show a hundred and eleven thousand en the 

Brovn Ko. 2. 

Q And the Copp Ve. 1 l s plugged and abandoned, I s that 

right? A Tes, s i r . 

Q Vould you recommend, Mr. Greer, assigning an allowable 

te these wells in excess of tiae amount they are capable of produe-

ing? 

A V e l l , that happens, of course, a l l the time, even under 

the nonmarginal v e i l s . Aad i f they are assigned an allowable now, 
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they might make i t fer six aontha ar a year and then drop off. I 

think that i s really net too Dig a faetor te he concerned with, 

Q Vei l , yon de net accomplish anything hy assigning l t aaj 

more allowable than i t earn produce? 

A Vo, that's right. 

Q Actually, i t has an effect ef taking allowable away froa 

other wells that eaa produce i t , dees i t net? 

A Veil , I don't knew whether i t i s taking i t away from 

other wells or giving i t back where i t originally belonged. 

Q I f the wells don't produce the allowable assigned, i t 

loses i t anyway, does i t not? 

A Oh, sure, that's right. 

MR. UTZ: Any other questions of the witness? 

MB. COOLET: Tes, I would like to clarify one point. 

QVESTIOVS BY MR. COOLEY: 

Q Mr. Maddox' testimony, I believe, was concerning five MS 

wells? 

A Tes, s i r . I think he had another well that l s capable e 

producing more gas. 

Q There are two other wells, evidently, which are not the 

subject of this heariag to whioh he referred aad grouped together 

with the wells that are tiae sub jeet ef this hearing? 

A That's right. 

Q The two that are not here included considerably better 

wells thaa the three that are included in this application? 

BV 
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A I believe they are. Let se ekeek. I believe they bad 

160-acre allowable and they had higher allowables, that i s cor

rect , so i t brought h i s average production up. 

Q Then the average figures that he gave — 

A Apply — 

0. — certainly wouldn' t apply to the se three wells? 

A Applied te h i s operation, not necessarily to ths lower 

we118 on the snail acreage. 

» . C00LET: I * view ef that, Mr. Examiner, I would like 

te reca l l Mr. Maddox to the stand as seen as Mr. Greer i s dismiss* 

MR. WTZ: A l l r ight . Are there any other questions of 

Mr. Oreer? I f net, tiae witness w i l l be excused, and Mr. Maddox, 

would you care to eeate and resume your position at the stand, 

please, so we can ask you a couple mere questions? 

(Witness excused) 

ROBERT L . MADDOX, 

recalled as a witness, having previously been duly sworn on oath, 

tes t i f ied as follows: 

$UESTI0M8 BY MB. COOLEY: 

Q Mr. Maddex, can you give us the average income per well 

on the three wells which are the subject of this hearing? The 

McCarty Mo. 1, tiae Montane Ve. 1 and tiae Palmer Ve. 1, excluding 

the other two wells to which you referred in your former testimony 

d. 
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A Veil , I can giro yen tta* 1957 figures. The Montane He. 

1 produced one thousand, sereu hundred fifty-tue dollars aad nlnel 

eents for the year. 

Q One thousand vhat? 

A Seren hundred and fifty-tvo dollars and ninety cents. 

That vas the gross. The Palmer Be. 1 produced one thousand, serei 

hundred and seventy dollars and seren cents. The HcOarty Ve. 1 

produced one thousand, ninety-one dollars and seventy coats. 

Q Vov, do yen hare a l l the expenses you incurred en these 

three veils during tiae year 1957 i toadied too? 

A Bo, I hare i t a l l grouped en the f ire vei ls . 

Q Vould the expenses be approximately the suae 

A Tes, be about the sane. 

Q — per eaeh veil? 

A The expenses — operating expenses en the f ire veils l s 

one thousand, four hundred and forty-one dollars and three cents. 

Q I guess — that vas just your operating expenses? Does 

that inelume"rey^lty^aaaf.ta^£est^:-^r:. • tv - ::'.vo ' 

' A That Is operating;expenses. The tax i s f i re hundred, 

fifty-three dollars and forty cents. 

Q Beyalty? 

A Vine hundred, forty-tv© dollars and thirty-seren cents. 

Q Approximately three thousand dollars total deductions 

from your net — A Tes. 

Q « t © arrive at your net? 

7 
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A Yes. Approximately three thousand. Approximately eight

een hundred dollars on the three wells. 

Q Approximately eighteen hundred dollars would be deducted 

froa the gross lneoae on tiae three wells to arrive at your net? 

A Yes. 
Q And what would that leave you, sir? 

A About — approximately two thousand, eight hundred thir

teen dollars. 

Q That would give you a net lneoae per well of approximately 

nine hundred dollars eaeh for the year 1957? 

A Yes, that's about i t . 

MS. COOLEY: That's a l l the questions I have. 

MB. TJTZ: Any other questions of Mr. Maddox? 

REDIRECT EJAMIVATI0V (Continued) 

BY MR. VERITY: 

Q Mr. Maddox, you supervise these wells yourself,don't youl 

A I have a aan hired to wind tiae meters. 

Q But you supervise hia, don't you? 

A Yes. 

Q And you haven't included in those expenses anything for 

supervision, have you? 

A Vo. This i s tiae actual money that was paid out. I dldn'jt 

receive anything for supervision. 

Q05STIOVS BY MR. COOLEY: 
Q Vhat do you feel a reasonable charge for your supervlsioi 

would be? 
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A I go down there at loast oneo a week, ae I an there four 

or f ire tines a month to tiae wella. I f I hare any trouble, I go 

down and work on the well. Without any trouble, I an there fron 

four to f ire tinea a month. Tou oan figure at least f ire daya a 

month. 

Q I f you had to employ someone to do thia for you, what 

would i t eost? 

A I think i t would eost me at least seventy-five to one 

hundred dollara a month. 

Q For a l l three wells? 

A For a l l five wells. I*d say at least twenty dollars on 

each well. 

Q Twenty dollars a well? 

A Tes. Sixty dollara for three wella. 

Q Sixty dollars for three wella would be seven hundred 

twenty dollara a year. 

A I believe that*s very reasonable when you run your ear 

down there and figure your ear expense a, which ia about twenty 

miles. Well, i t ia really more than that. I t la seven miles from 

Astee. I live at Aztec, so you might say i t i s a fifteen-mile t r i j 

down the east side of tiae river and fifteen miles down tiae west sic 

Q Mr. Maddox, i f you say i t i s reasonable, I am willing te 

accept i t . 

A I am just trying to arrive at what a reasonable charge 

for supervision would be en these wells, and seven hundred twenty 

e. 
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dollars aaaaa reasonable to ae. Howerer, I hare no experience 

vith that. Vei l . I knov tbat isn't too nigh. Probably hare to 

pay Tor i t i f I hired a aaa. 

Q, That would reduce your per vei l lneoae down to around 

seren hundred each per year? A Tes. 

MB. COOLEY: Thank you. That's a l l the questions I har 

MR. UTZi Aay ether questions of Mr. Maddox? I f not, 

the v i tness aay be excused. 

A I might add thia. The reason this Herdge's l e . 1 and 

Herdge's Io . 2 l s net included in this petition, the Hordge*s vas 

allocated en 160-acres. The Hordge's Io . 2 i s off proration 

because i t produced, I guess i t vas less thaa a ai l l ion a month; 

lsn*t that the rule? And i t haa been off of proration for about 

a year. Xt i s on 1%0-aeres. 

MR. UTZ: That*a a marginal ve i l , then? 

A Tea, aarginal ve i l . 

MR. UTZ: Do you hare anything further? 

MR. VERITY: I hare no further testimony, Tour Honor. 

MR. UTZ: Aay other statements to be made in this ease? 

MR. BWELL: I hare a statement, Mr. Examiner. 

MR. COOLEY: I s there any more testimony in this caae? 

MR. BUELL: Paa American Petroleum Company i s in a 

rather unique po ait ion in this hearing in that our position i s 

friendly opposition, i f there i s such a thing. Ve realise in 

seme of these older veils that were drilled prior to the statutes 
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aad prior to the rulea eu aaall traeta, i t certainly ia peaaihle 

that hardchipa aay result. We're friendly to that atandpoint in 

that ve under a tand the general problem. Our opposition is en

tirely to the method of seeking relief* If the application here 

today i s approved hy tiae Commission and a precedent Is set, 

actually, i t means complete abrogation of allocation formula be

cause in aay ease vhere a veil has an allowable reduced due to 

the allocation formula, simply obtain an exception, your alloca

tion formula becomea meaningless. The testimony of Mr. Oreer 

shoved that in one eeVae one of the veils in que ation, if tiae Com

nia alen approves i t , would produce 73 percent mere gas than the 

average 160-acre gas veil. I dom*t believe that could be classi

fied as equity by any one ef tiae statutes ef lev Mexico. Article 

65-3-la, contemplated such a situation as we have here, aad in 

Seetion D thereof, i t reads thia wayi "Minimum allowable for 

some wells may be advisable fren time te time, especially with 

respect te wells already drilled when this aet takes offcot; te 

tiae end that the production will repay reasonable lifting cost 

and thus prevent premature abandonment aad resulting vasta." 

Actually, i t seems that tiae statute contemplated tiae very 

situation that ve are faced with here, aad it would seem te us 

that the mere equitable amy to approach the problem would be on 

aa individual well basis under the statutory previsions. Cer

tainly that — even that method, to same extent, i f granted, is 

going te distort aad amend the allocation formula, but it 
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wouldn't result I s a complete abrogation of l t as this rooms st 

horo today mill* Tho oxtra gas that i s going to ho assigned made] 

either method i s going to oome from some place* I t i s going to b< 

taken away from the wells to which i t i s currently assigned under 

the allocation formula and glren to these other wells as excep

tions* Certainly the record i s crystal clear with respect to the 

three MSSW Company wella* They hare no problem there. I t i s dowi 

tiae read* Their own witness frankly and honestly admitted that, 

so certainly no eensideratien at a l l should be glren those three 

wells. Vith respect to the others, i t l s Pan American's reeemmen 

datlon that this request be denied in i t s entirety. 

MR. WADE: TeurKenor, I would like to make some re

sponse to that. On every point, as a matter of fact. To start 

with, tho applicants in this ease hare found themselves with a 

lot of friends, a l l of which want te see them mot get a relief to 

a situation that they a l l admit should be relieved, rem wi l l 

probably recall that the Commission en i t s own motion set this 

inequity down for hearing and suggested that l t be handled en a 

matter ef minimum allowables, and then a whole host ef friends 

came in and said, "We feel terribly sorry for you. We realize th 

your situation and plead i s great, but we can't see the word 

minimum allowable used because i t i s going to cause us trouble 

a l l over the state of Vew Mexioo," And so ln order te try te get 

along with as many people as possible, we dismissed that applica

tion, or rather we requested that the Commission dismiss l t , and 

• 

i 

i 

• 

i t 
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ve f i led tails oas. Aad ve vemld like to point oat, Tear Honor, 

la response to statements nade sy counsel that evlte the contrary 

to vhat he says, that this I s going te reahrogate the proration 

f ©mula. I t i s aet going to do that at a l l . Ve are talking ahem 

that snail aad very limited class of veils that vera drilled prio 

te Jane 22, vhen the 160-aere wait also vas promulgated 

ia Order Ve. 7-0 • low, ve think ve are entitled te this order ea 

two different things. Ve f i r s t think ve are entitled te i t he-

cameo — dae te the fast that at the tine ve drilled these veils 

there vas not one suggestion that there vas anything vreng vith 

drilling then on lj.0-acres, aad ve had a perfect right te assume 

that when ve drilled those wells em a£-aere tracts that the Com

mission or others vould come along later and amy, "Ve are going 

te penalise you because you hare fallen below what ve belioTO i s 

the proper unit aad, therefore, ve are not going to giro you vhat 

should be an average factor of produotion, but ve are going to 

let you f a l l below that." There i s nothing en record at tiae time 

these veils were drilled. Vo think that that i s improper, aad 

that they hare the right to produce a reasonable amount of the 

gas that i s in place and i s underneath i t , and ve think that i t 

i s not going te he unfair to the others te allow these veils to 

produce a sufficient amount so that they can de what they had tiae 

right te assume could he done at the tine that they staked aad 

drilled the veils . 

In addition te that, we believe that purely from a stand-

i 
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point of premature abandonment, which eewnael would like to suggest 

wo aro entitled to l t on. Vo think we are entitled to i t on that, 

hat wo don't think we hare to pat a tag en i t that says "alnimum 

allowable" because we knew that there are other people just like 

hin that are rery friendly to mh.i and realize we haTe a problem. 

And i t i s not fa ir to nake us go away and. leave a l l the gaa in ths 

ground. But they just don't want te see i t done in tibia fashion, 

so we say we are entitled to tiae rel ief that everybody seeas to gra 

and agree that we should get on some means. We say that we are 

entitled te i t and that the proper and the best way te allow i t i s 

to give as an allocation factor of 1 which wo think we are entitled 

to because we drilled our well in a proper unit ia the f i r s t plaee 

sad, therefore, Tear Honor, we think wo are entitled to this order. 

One more thing in response to that. He l s disturbed about the fact 

that one of these wells i s going to nake more than the normal a l 

lowable. Let me point out to the Commission that that Is the reaae 

that well has get a l i t t l e mere allowable, f f you give i t an acre

age factor .of :"1, i s because i t has a very high deliverability 

factor and there are seme wells in this pool that are making ten 

tinea what the average la , and counsel waa re at rained about the 

fact that tibia oao weald make a l i t t l e bit mere than the average* 

It*a got i ta deliverability under this a,©-acres, but i t cannot re

cover the gaa that ia under ita *&-aeres ualeaa i t i s given aa 

aoreage attributlen faetor of 1. Ve aay there la a grave injuatlce 

that haa been committed against these wells, and at this late date 

Bt 
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these applicant a ara aakiag tnat they aa giraa aaaa relief fren 

that injustice, aad they say that the heat way fer this Ceaaission 

to do that i s hy granting thea the aoreage attriantion faeter of 1 

MR. BUELL: Mr. Exaainer, I firmly realise that yon 

wouldn't want to get into a stateaent — answering a statement 

situation, hut I would ask leave te clear up one er two things. 

Mr. Verity Inferred that we admitted that relief was indicated in 

these wella, Frankly, eased on the data I hare seen here today, I 

don't he Here I could sincerely admit that aor de we admit that. 

I wil l frankly admit that we are opposed, aa a matter ef fact, ef 

principal, te a minimum allowable on a state-wide basis, but I 

would again point out that tiae statute contemplates aa individual 

well basis so that a l l ef the problems, a l l of tiae facts to a pecu 

lar individual well can be considered and equity dene. I ' l l admit 

that we were one of the frienda that he mentioned that were oppoae< 

to a state-wide alnimum allowable, and Just like I stated at the 

outset, i f there was such a thing as friendly opposition, that i s 

what ours was. Apparently, there isn't such a thing. 

MR. VERITY: Your Honor, I take ne exeeptions te his las-

statement . 

MS. UTZ: Mr. woodruff. 

MR. WOODS IFF: Mr. Woodruff with E l Pas© natural fas 

Company. The problem we are facing here today, apparently, i s 

handling the pioneers ef development ia tiae Saa Juan Basin area. 

The condition i s not uncommon with what i s found In the development 
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of a petroleum reservoir, or in i t ia l develcpaent, • aaad- laterofienai 

te be ea a smaller acreage basis than i s found that the f ie ld earn 

be economically aad adequately dereloped oa. In such instances, 

i t i s net unceamoa te giro consideration to such a vei l , and that 

i s often dene and normally done ia my experience by the assignment 

ef additional acreage factor to a ve i l . I oaa girc one instance 

vhieh, while i t i s aa oi l reservoir,that has been true in Texas 

where we started off with a â O-acrc alleeatlen snd later ended up 

with 160. And in that particular peel the ^©-aere wells were girc; 

the sane allowables as oO-acre wells. Ve believe that tne approad 

of the applieant ln this ease for increased acreage allocation ia 

tho appropriate approach. The assignment ef a ainlaua allowable 

on a poelwido basis weald do more te disrupt the aliooation of 

gas in accordance with existing rules than their proposal which 

would prevail for these specific veils haring snail acreage allo

cation, having been drilled prior to the institution of 160-acre 

spaeing. 

Ve would urge the Commission to give serious consideration 

to Increasing the unit fer any well te prevent the premature abaad< 

meat ef that well where suoh unit i s for a well drilled prior to 

the inatitution ef 160-acre in the pools in question. 

KR. C00LET: Let ne direct one question to Mr. Woodruff. 

You're taking two of the three alternates; assigning an aoreage 

factor of 1; second, tho assignment er the establishment ef a pool-

wide minimum allowable. What i s the position of your company with 

i 
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regard to v e i l by woll minimum allowable as Mr. Bmoll interprets 

tbe statute? 

MR. WOODRUFF: I believe tbe Commission nas the authority 

to commission well by well re l ie f where tiae facts just i fy i t , and 2 

would see no objection in an- approach on a well by well basis. 

MR. UTZ: any other statements? 

MR. COOLEY: Off the record, 

(Discussion off the record) 

MR. VERITY: Comes now the applieant and mores to delete 

the BMNS Company's Copp Mo. 1 Well ln the southwest of the north

west of Seetion 29, 30 Berth, Range 12 West fer tiae reason that the 

same has been plugged and abandoned subsequent to the f i l i n g of till 

application. Applicant also meres to amend i t s application with r« 

gard to MSBW Palmer Me. 1 Well te show that the same i s located ln 

Sootion 2b, 30 Worth, 12 West rather than 33. 

MR. UTZ: I s there objection to the amendment as stated? 

I f not, i t w i l l be so amended. Any other statements in this case? 

MR. COOLEY: Mr. Examiner, I would l ike to road into the 

record a telegram this Commission has reeeired from Aztec Oil Is Gai 

Company and I quote: "RE CASE la.61. AZTEC OIL & GAS COMPANY C0N-

CORS XV APPLICATION CP A. A. GREER ET AL FOR AV EXCEPTION TO THE 

ACREAGE FACTORS ESTABLISHED BY ORDER R-565-C FOB CERTAIli WELLS XV 

SAW JUAB COUMTY, BEV MEXICO. AZTEC OFFSETS MOST OF THE WELLS IN

VOLVED IV THE APPLICATION — XV THE APPLICANT'S APPLICATIOV AND HAS 

SEVEN PICTURED CLIFFS WELLS DRILLED ON A .̂0-ACRE BASIS PRIOR TO 

s 
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ORDER THAT HATE AH ACREAGE FACTOR OF LESS TEAM ©VE. SIX OF 

THESE AZTEC VELLS HATE BEES SHUT I I FOR EXTEBDED PERIODS 0F TIME 

DBS TO OVERPRODUCTION, AID SOME RELIEF SHOULD BE GRANTED TO PREVENT 

PREMATURE ABAVDOIMEST. 

AZTEC OIL & GAS CO QUILMAV B. DAVIS. 

MR. UTZ: Any other statements? Xf not, the oaae w i l l 

he taken under advisement. 
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C E B T I P I 0 i f E 

STATE OF BEV MEXICO ) 
: ss 

COUITX OF BERNALILLO ) 

I , J . A. TRUJILLO. Votary Public ia aad fer the Ceaaty ef 

Bernalillo, State of Vew Mexico, do kereby certify that the fore

going and attached Transcript of Proceedings before tiae Vow Mexico 

Oil Conservation Comission aas reported by ne in stenotype and 
• 

reduced to typewritten transcript by ne and/or under ny personal 

supervision, and that tiae sane i s a true and correct record to tho 

bast of ny knowledge, s k i l l and a b i l i t y . 

WITNESS my Hand and Seal, thia, the — dav of Jj^m** 

1958, In the City of Albuquerque, County of Bernalillo, State of 

New Mexico. 

# n o t a r y Public / 

My Coaaisslon Expires: 

October 5, I960. 
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